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system. 

Assuming that the Commission ultimately approves a surcharge mechanism, allowing 

Arizona Water to recover the additional costs associated with treating its water for arsenic, it is 

uncertain whether and when this mechanism will be employed outside of the Northern Group. A 

surcharge mechanism of this nature must normally be approved in the context of a general rate 

proceeding, in which the “fair value” of the utility’s plant and property is determined and used to 

set rates. See Residential Utility Consumer Office v. Ariz. Corp. Comm ’n, 199 Ariz. 588, 20 P.3d 

1169 (App. 2001) (holding that the Commission cannot impose a rate surcharge based on a 

specific cost increase without first determining a utility’s fair value rate base). Consequently, 

Arizona Water cannot request that a surcharge mechanism be implemented with respect to its 

Casa Grande system (or any other of its systems outside of the Northern Group) unless and until it 

files a general rate application for that system. At the present time, Arizona Water has no plans to 

file an application seeking rate increases for its Casa Grande system.’ In the event that such an 
appljcatjuii is Tiled iii f-utrire, city- of easa &aide lia-v-e iiitei-v-eiie iii tiiai 

proceeding and to obtain information and data regarding how rates are designed and whether any 

“cross-subsidies” exist. 

In short, as argued by Staff, Casa Grande’s participation in this phase is unnecessary and 

will only complicate and delay the proceeding. The second phase of the Northern Group rate case 

is limited to the development of an appropriate method to recover costs associated with arsenic 

treatment and certain related issues. It is apparent from its application that Casa Grande seeks to 

enlarge the issues involved in this proceeding. This should not be allowed. 

Arizona Water recently filed an application seeking adjustments to its rates and charges to utility 
service by its Eastern Group systems (Apache Junction, Superior, Bisbee, Sierra Vista, Miami, 
San Manuel, Oracle and Winkelman). Again, Casa Grande is not affected by that application. 
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RESPECTFULLY SUBMITTED this 2 c b d a y  of September, 2002. 

FENNEMORE CRAIG 

Jay L. Shapiro L/ 
3003 North Central Avenue 
Suite 2600 
Phoenix, AZ 85012 
Attorneys for Applicant 
Arizona Water Company 

An original and 10 copies of $he 
foregoing was delivered t h i d d a y  of 
September, 2002 to: 

Docketing Supervisor 
Docket Control 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, AZ 85007 

A copy of the foregoi 

September, 2002 to: 

Dwight Nodes, Assistant Chief (via fax and hand-delivery) 
Hearing Division 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, AZ 85007 

was delivered this- % ay of 

Janet Wagner, Esq. 
David Ronald, Esq. 
Arizona Corporation Commission 
Legal Division 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, AZ 85007 

Scott Wakefield, Esq. 
Daniel W. Pozefsky, Esq. 
Residential Utility Consumer Office 
11 10 W. Washington, Suite 220 
Phoenix, AZ 85007 
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Kay Bigelow, Esq. (via fax and mail) 
City of Casa Grande Attorney's Office 
5 10 E. Florence Blvd. 
Cas 

By: 
1343 
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